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Appendix A As-Is Cost of Doing
Business

A.1 Due Diligence Base Costs

During Due Diligence, we conducted an analysis of the As-Is cost of the in-scope
business processes for certain agencies in partnership with the Commonwealth
team. The Commonwealth team then reviewed the analysis and made selected
data corrections. Team CGI-AMS has used these agreed-to costs as the basis for
extrapolating costs across the Commonwealth enterprise, as defined in the
Statement of Work. Exhibit A-1 presents a summary of cost information by
functional areas and business functions as agreed to by the Commonwealth’s due
diligence team.
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Exhibit A-1

Summary of In-Scope As-Is Costs

FTE's Contractor Benefits Facilty
- . Average e SaFT Cost per Sqft
Functional Area Function FTE Total Salary salary Contractors Contractor | ALB @ 30% |Allocation @ @ $20 per Total Cost
Fees 125 per FTE
Administration 106.00 $4,923,345 $46,447 1.45 $150,800 $1,477,004 13,250 $265,000 $6,816,149
Administrative Travel 460.35 $17,080,759 $37,104 3.00 $312,000 $5,124,228 57,544 $1,150,875 $23,667,862
Management Fleet Management 769.00 $29,331,929 $38,143 71.20 $7,404,800 $8,799,579 96,125 $1,922,500 $47,458,807
Facilities Management 126.70 $5,266,097 $41,564 4.50 $468,000 $1,579,829 15,838 $316,750 $7,630,676
Total 1,462.05 $56,602,130 $38,714 80.15 $8,335,600 | $16,980,639| 182,756 $3,655,125 $85,573,494
Reporting 97.55 $5,288,653 $55,018 1.60 $166,400 $1,586,596 12,194 $243,875 $7,285,523
Payments 334.00 $13,063,087 $39,936 4.30 $447,200 $3,918,926 41,750 $835,000 $18,264,213
Financial AR & Collections 324.10 $12,324,719 $38,291 1.30 $135,200 $3,697,416 40,513 $810,250 $16,967,585
Management Budget & Finance 504.60 $25,679,414 $51,205 3.00 $312,000 $7,703,824 63,075 $1,261,500 $34,956,738
Asset & Liability Management 189.20 $8,084,083 $72,473 178.50 $18,564,000 | $2,425,225 23,650 $472,998 $29,546,305
Accounting 156.50 $7,364,096 $47,416 1.00 $104,000 $2,209,229 19,563 $391,250 $10,068,574
Total 1,605.95 $71,804,051 $44,711 189.70 $19,728,800| $21,541,215| 200,744 $4,014,873 | $117,088,939
Time & Labor 200.55 $7,375,050 $36,774 1.30 $135,200 $2,212,515 25,069 $501,375 $10,224,140
Position Class 92.80 $5,050,298 $54,421 3.00 $312,000 $1,515,090 11,600 $232,000 $7,109,388
Human Resource Personal Action Processing 51.80 $2,138,295 $41,280 0.20 $20,800 $641,489 6,475 $129,500 $2,930,084
Management Payroll Management 118.30 $4,510,989 $38,132 2.80 $291,200 $1,353,297 14,788 $295,750 $6,451,235
Evaluation 52.20 $2,346,576 $44,954 0.20 $20,800 $703,973 6,525 $130,500 $3,201,848
Applicant Intake 89.70 $4,103,645 $45,749 3.50 $364,000 $1,231,093 11,213 $224,250 $5,922,988
Total 605.35 $25,524,853 $42,165 11.00 $1,144,000 | $7,657,456 75,669 $1,513,375 $35,839,684
Sl T Inventory Control 247.90 $9,677,271 $39,037 182.00 $18,928,000 | $2,903,181 30,988 $619,750 $32,128,202
Management Goods & Services Acquisition 372.40 $17,310,260 $46,483 6.00 $624,000 $5,193,078 46,550 $931,000 $24,058,337
Total 620.30 $26,987,530 $43,507 188.00 $19,552,000| $8,096,259 77,538 $1,550,750 $56,186,539
Development 28.90 $1,866,139 $64,572 6.70 $696,800 $559,842 3,613 $72,250 $3,195,031
IT Application Enhancement 56.30 $3,582,564 $63,633 16.92 $1,759,333 $1,074,769 7,038 $140,750 $6,557,417
Management Emergency Maintenance 29.90 $1,930,541 $64,567 4.30 $447,200 $579,162 3,738 $74,750 $3,031,653
Total 115.10 $7,379,244 $64,112 27.92 $2,903,333 | $2,213,773 14,388 $287,750 $12,784,101
4,409 $188,297,808 $46,483 497 $51,663,733 $56,489,342 551,094 $11,021,873 $307,472,756
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A.2 Extrapolated Costs

The extrapolated costs are presented from two views. The first view shows costs per
functional area for the surveyed agencies for the proposed duration of the Initiative
(seven years). We show this analysis because it is important to think about costs from
an inflationary long-term standpoint. The second view shows the costs extended to
non-surveyed executive branch agencies as well as the judicial and legislative
branches.

A.2.1 Long Term As-Is Costs for Due Diligence Agencies

Methodology. Since IT (applications software and maintenance) costs were
segregated from the towers in the Due Diligence report, we allocated them among the
functions. We assumed that the Commonwealth’s application related IT costs have a
direct, linear relationship with the cost of each function. Exhibit A-2 shows the
allocation of IT costs among the business functions.

Exhibit A-2  Allocation of IT Costs Among Business Functions
Percentage of Total

Function Due Diligence Cost (Net of IT) Allocated IT Cost

Supply Chain Management 56,186,539.00 19.0% 2,428,979.19
Inventory Control 32,128,202.00 11.0% 1,406,251.11
Goods & Services Acquisition 24,058,337.00 8.0% 1,022,728.08

IT Applications Mangement 12,784,101.00
Development 3,195,031.00
Enhancement 6,557,417.00
Emergency Maintenance 3,031,653.00

Financial Management 117,088,938.00 40.0% 5,113,640.40
Reporting 7,285,523.00 2.0% 255,682.02
Payments 18,264,213.00 6.0% 767,046.06
AR & Collections 16,967,585.00 6.0% 767,046.06
Budget & Finance 34,956,738.00 12.0% 1,534,092.12
Asset & Liability Management 29,546,305.00 10.0% 1,278,410.10
Accounting 10,068,574.00 3.0% 383,523.03

Human Resource Management 35,839,683.00 12.0% 1,534,092.12
Time & Labor 10,224,140.00 3.0% 383,523.03
Position Class 7,109,388.00 2.0% 255,682.02
Personnel Action Processing 2,930,084.00 1.0% 127,841.01
Payroll Management 6,451,235.00 2.0% 255,682.02
Evaluation 3,201,848.00 1.0% 127,841.01
Applicant Intake 5,922,988.00 2.0% 255,682.02

Administrative Management 85,573,494.00 29.0% 3,707,389.29
Travel 6,816,149.00 2.0% 255,682.02
Fleet Management 23,667,862.00 8.0% 1,022,728.08
Facilities Management 47,458,807.00 16.0% 2,045,456.16
Equipment Management 7,630,676.00 3.0% 383,523.03
Total Cost 307,472,755.00 100.0% 12,784,101.00
Total Cost net of IT 294,688,654.00

To extrapolate the As-Is costs for the surveyed agencies over seven years, we applied
an Estimated Annual Increase Factor of 3% (to account for inflation and increased
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business volumes) to base costs for labor and facilities as reported in Due Diligence.
We did not apply an increase factor to application software costs because we did not
have a strong information base for one. Thus, the IT cost number is lower and is
effectively more conservative. In turn, this avoids overstating the benefits of any
business case. Also, we did not include hardware and other technology infrastructure
costs (desktops, database software, and the like) to avoid a double count with the
infrastructure PPEA project dealing with this issue.

We then summed the Factored Labor and Facilities Costs with the base IT Costs to
derive Total Factored As-Is Costs for each functional area for each year of the
Initiative.

Results. A summary of these costs for each tower is presented in Exhibit A-3.

Exhibit A-3  As-Is Costs for Surveyed Agencies Over Seven Years

Combined Calculation of Labor, Facilities, and IT As-Is Costs
Total As-Is Cost ($MM)
YR1 YR2 YR3 YR4 YR5 YR6 YR7 7YR Total

Administrative Management
Total Factored Labor and IT As-Is
Costs $91.7 $94.3 $97.1 $99.9 $102.8 | $105.8 | $108.9 | $700.5
Financial Management

Total Factored Labor and IT As-Is

Costs $125.7 | $129.3 | $133.0 | $136.8 | $140.8 | $144.9 | $149.1 | $959.6

Human Resources Management

Total Factored Labor and IT As-Is

Costs $38.4 $39.5 $40.7 $41.8 $43.0 $44.3 $45.6 $293.3

Supply Chain Management

Total Factored [abor and IT As-Is

Costs $60.3 $62.0 $63.8 $65.6 $67.5 $69.5 $71.5 $460.2
Total As-Is Cost $316.1 | $325.1 | $334.6 | $344.1 | $354.1 | $364.5 | $375.1 | $2,413.6

A.2.2 Long Term As-Is costs for the Enterprise

This view shows current costs extrapolated to the enterprise, and then shows those
enterprise costs over seven years.

Methodology. To calculate As-Is costs for the enterprise, we followed the
methodology illustrated in Exhibit A-4.

Exhibit A-4  As-Is cost extrapolation methodology

| steps [ steps | L

[ step: | step 2 | | stepa | steps |
Due

Difigence Eosipey Cf;_ger Cost par Cost par Apply \
\ Cost Dafa FTE FTE “reasonablen
'-.‘: definad a5 agozid epieiE i Y aopledio appliad fo ass" fasfs and
y cast par HREIRE) Judicial fegislative adjusimenis

FTEDer mgher execulive hranch hranch as neadead

G CRMHEELST, EAED headcount headcount
function headcount headeouni

Step 1. First, we defined a consistent metric for each business function that could be
utilized to spread costs to non-Due Diligence agencies. This metric is the average cost
per FTE, which we calculated by dividing the base cost as derived during due
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diligence by the headcount budgeted for each of the surveyed agencies.' This metric
development is shown in Exhibit A-5.

Exhibit A-5 Metric Development: Average Cost per FTE

# of Agencies
Cost per Due Diligence Responding to Agency 2005 Budgeted
Deliverable Survey Headcount Average Cost per FTE
$307,472,756
Supply Chain Management $56,186,539
Inventory Control $32,128,202 27 46,229 $694.99
Goods & Services Acquisition $24,058,337 B5 26,051 $923.51
IT Applications Mangement $12,784,101
Development $3,195,031 41 49,912 $64.01
Enhancement $6,557,417 41 49,912 $131.38
Emergency Maintenance $3,031,653 41 49,912 $60.74
Financial Management $117,088,939
Reporting $7,285,523 40 50,420 $144.50
Payments $18,264,213 39 49,948 $365.67
AR & Collections $16,967,585 36 48,879 $347.13
Budget & Finance $34,956,738 37 45,103 $775.04
Asset & Liability Management $29,546,305 37 36,355 $812.72
Accounting $10,068,574 39 50,151 $200.77
Human Resource Management $35,839,684
Time & Labor $10,224,140 35 49,119 $208.15
Position Class $7,109,388 34 48,647 $146.14
Personnel Action Processing $2,930,084 34 48,321 $60.64
Payroll Management $6,451,235 34 48,286 $133.60
Evaluation $3,201,848 35 48,647 $65.82
Applicant Intake $5,922,988 34 48,647 $121.75
Administrative Management $85,573,494
Travel $6,816,149 30 47,696 $142.91
Fleet Management $23,667,862 28 44,299 $534.28
Facilities Management $47,458,807 28 42,623 $1,113.46
Equipment Management $7,630,676 29 42,690 $178.75

Steps 2-5. Using the average cost per FTE metric, we extrapolated the base costs for
each functional area to non-Due Diligence agencies: higher education institutions, the
remainder of executive branch agencies, the judicial branch, and the legislative
branch.

Exhibit A-6 shows the extrapolated As-Is costs to the enterprise—an amount in excess
of $800 million (before Estimated Annual Increase Factor is applied).

! All headcount data was derived from the VA Gov WebBud portal, COVA 2005 budget headcount.
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Exhibit A-6 Extrapolated Cost to the Commonwealth Enterprise (without Estimated Annual Increase Factor)

Legislative
Higher Education Executive Branch Judicial Branch Branch Total
Total Headcount Executive Branch Total Headcount Total Total FTE's FTE's
48,746 108,133 3,077 610
Total Executive
Extrapolated Cost | Branch 2005 Extrapolated
to Higher Budgeted FTE's Cost to
Education Agencies| Net of Survey Extrapolated Cost to Extrapolated Cost Legislative Total Surveyed &
within Executive & Higher Remaining Executive to Judicial Branch Branch Extrapolated Cost
Branch Education Branch Agencies Agencies Agencies to COVA
$352,239,046 $121,649,998 $781,361,801 $22,232,121 $4,407,823 $808,001,745
Supply Chain Management $78,896,054 46,493 $39,930,267 $175,012,861 $4,979,648 $987,284 $180,979,793
Inventory Control $33,878,121 13,158 $9,144,544 $75,150,867 $2,138,271 $423,942 $77,713,080
Goods & Services Acquisition $45,017,933 33,336 $30,785,723 $99,861,993 $2,841,378 $563,342 $103,266,713
IT Applications Mangement 12,485,463 28,422 2,426,581 27,696,145 788,040 156,240 $28,640,425
Development $3,120,394 9,474 $606,457 $6,921,882 $196,949 $39,048 $7,157,878
Enhancement $6,404,235 9,474 $1,244,679 $14,206,331 $404,213 $80,141 $14,690,686
Emergency Maintenance $2,960,834 9,474 $575,446 $6,567,932 $186,878 $37,051 $6,791,861
Financial Management 128,974,460 75,463 40,036,956 286,100,354 8,140,426 1,613,951 $295,854,731
Reporting $7,043,714 8,967 $1,295,631 $15,624,868 $444,575 $88,143 $16,157,587
Payments $17,824,881 9,439 $3,451,330 $39,540,424 $1,125,045 $223,056 $40,888,525
AR & Collections $16,921,430 10,507 $3,647,310 $37,536,324 $1,068,023 $211,750 $38,816,097
Budget & Finance $37,780,641 14,284 $11,070,336 $83,807,714 $2,384,584 $472,777 $86,665,075
Asset & Liability Management $39,617,187 23,032 $18,718,181 $87,881,673 $2,500,501 $495,759 $90,877,933
Accounting $9,786,607 9,236 $1,854,169 $21,709,351 $617,697 $122,467 $22,449,515
Human Resource
Management 35,882,363 64,649 7,874,773 79,596,819 2,264,772 449,022 $82,310,613
Time & Labor $10,146,509 10,267 $2,137,062 $22,507,711 $640,413 $126,971 $23,275,095
Position Class $7,123,862 10,739 $1,569,409 $15,802,659 $449,634 $89,146 $16,341,438
Personnel Action Processing $2,955,880 11,065 $670,981 $6,556,945 $186,565 $36,989 $6,780,499
Payroll Management $6,512,698 11,100 $1,482,999 $14,446,932 $411,059 $81,498 $14,939,490
Evaluation $3,208,367 10,739 $706,813 $7,117,028 $202,501 $40,149 $7,359,678
Applicant Intake $5,935,046 10,739 $1,307,509 $13,165,544 $374,600 $74,270 $13,614,413
Administrative Management 96,000,707 60,238 31,381,421 212,955,622 6,059,235 1,201,327 $220,216,184
Travel $6,966,262 11,690 $1,670,649 $15,453,060 $439,687 $87,174 $15,979,921
Fleet Management $26,044,076 15,088 $8,060,891 $57,772,830 $1,643,813 $325,908 $59,742,551
Facilities Management $54,277,107 16,764 $18,665,439 $120,401,353 $3,425,785 $679,209 $124,506,347
Equipment Management $8,713,261 16,697 $2,984,441 $19,328,378 $549,951 $109,035 $19,987,365
Appendix A As-Is Cost of Doing Business Virginia Enterprise Applications Architecture Initiative
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Step 6. Again, we assumed that the Commonwealth’s application-related IT costs have a
direct, linear relationship with the cost of each function. We allocated this cost to each
function based upon the percentage represented by each function of the Total As-Is cost, as

shown in Exhibit A-7.

Exhibit A-7 Allocation of IT Costs Among Business Functions

COV Total Extrap Percentage of Total Cost

Function Cost (Net of IT) Allocated IT Cost

Supply Chain Management 180,979,792.69 23.0% 6,587,297.67
Inventory Control 77,713,079.60 10.0% 2,864,042.46
Goods & Services Acquisition 103,266,713.10 13.0% 3,723,255.20

IT Applications Mangement 28,640,424.65
Development 7,157,877.90
Enhancement 14,690,685.69
Emergency Maintenance 6,791,861.06

Financial Management 295,854,731.05 38.0% 10,883,361.37
Reporting 16,157,586.61 2.0% 572,808.49
Payments 40,888,524.59 5.0% 1,432,021.23
AR & Collections 38,816,097.06 5.0% 1,432,021.23
Budget & Finance 86,665,075.28 11.0% 3,150,446.71
Asset & Liability Management 90,877,932.82 12.0% 3,436,850.96
Accounting 22,449,514.70 3.0% 859,212.74

Human Resource Management 82,310,612.56 11.0% 3,150,446.71
Time & Labor 23,275,094.97 3.0% 859,212.74
Position Class 16,341,438.33 2.0% 572,808.49
Personnel Action Processing 6,780,498.99 1.0% 286,404.25
Payroll Management 14,939,489.55 2.0% 572,808.49
Evaluation 7,359,677.82 1.0% 286,404.25
Applicant Intake 13,614,412.90 2.0% 572,808.49

Administrative Management 220,216,183.62 28.0% 8,019,318.90
Travel 15,979,920.69 2.0% 572,808.49
Fleet Management 59,742,551.04 8.0% 2,291,233.97
Facilities Management 124,506,347.10 16.0% 4,582,467.94
Equipment Management 19,987,364.79 3.0% 859,212.74
Total Cost 808,001,744.58 100.0% 28,640,424.65
Total Cost net of IT 779,361,319.93

We then applied an Estimated Annual Increase Factor of 3% (to account for inflation and
increased business volumes) to base costs for labor and facilities as reported in Due
Diligence. We did not apply an increase factor to application software costs because we did
not have a strong information base for one. However, the IT cost number is thus lower and
is effectively more conservative. In turn, this avoids overstating the benefits of any business
case. Again, we did not include hardware and other technology infrastructure costs
(desktops, database software, and the like) to avoid a double count with the infrastructure
PPEA project dealing with this issue.

A summary of these extrapolated costs by tower is presented in Exhibit A-8.
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Exhibit A-8 Seven Year Extrapolated As-Is Costs for the Enterprise

Calculation of Extrapolated As-Is Costs Including Legislative and Judicial Branches

Total As-Is Cost ($MM)

YR1 YR2 YR3 YR4 YR5 YR6 YR7 7YR Total

Administrative Management

Total Extrapolated Factored As-Is Labor
and Facilities $223.8 $227.4 $231.0 $234.6 $238.2 $241.8 $245.4 $1,642.2

Financial Management

Total Extrapolated Factored As-Is Labor
and Facilities $304.8 $314.0 $323.4 $333.1 $343.1 $353.3 $363.9 $2,335.6

Human Resources Management

Total Extrapolated Factored As-Is Labor

and Facilities $121.9 $125.6 $129.4 $133.2 $137.2 $141.3 $145.6 $934.2

Supply Chain M g it

Total Extrapolated Factored As-Is Labor

and Facilities $186.4 $192.0 $197.8 $203.7 $209.8 $216.1 $222.6 $1,428.4

Extrapolated Total As-Is Costs $836.9 | $859.0 | $881.6 | $904.6 | $928.3 $952.5 $977.5 $6,340.4

Appendix A As-Is Cost of Doing Business Virginia Enterprise Applications Architecture Initiative
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